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SUBJECT: California Fund For Senior Citizens/Elimnates Sunset Date

SUMVARY

Under the Adm nistration of Franchi se and Incone Tax Law, this bill would
elimnate the sunset date for the California Fund For Senior Citizens and would
require the fund to neet the mninum contribution anmount.

EFFECTI VE DATE

This bill would be effective for taxable years beginning on or after
January 1, 2000.

BACKGROUND

Twel ve voluntary contribution funds appeared on the 1998 state tax return. Total
contributions to funds have declined fromapproximately $3.4 mllion in 1989/ 90
to approximately $2.6 mllion in 1997/98. The nunber of individuals contributing
(first tabulated in 1993) remains fairly constant at 140,000 to 150, 000, or
slightly nore than 1% of all taxpayers.

The California Fund For Senior Ctizens was first enacted in 1983 and was first
avail able for contribution on the 1983 tax return filed in 1984. It will sunset
on January 1, 2000, and will last appear on returns for the 1999 taxable year
filed in 2000. This fund received approxi mately $189, 521 from contri buti ons on
1997 tax returns.

SPECI FI C FI NDI NGS

Current federal |aw provides a true check-off to direct $3 of a taxpayer's tax
liability to the presidential election fund. Designation of the $3 anount does
not affect the anpbunt of tax paid or the refund received by the taxpayer.

Current state law all ows taxpayers to make contributions of their own funds (not
tax liability) on their tax returns to the 12 voluntary contribution funds |isted
on the state tax return. Each fund provides for the reinbursenent of the
Franchi se Tax Board’s and Controller's costs to adm nister the fund.

Current state |aw specifies how contributions to each fund may be used.
Contributions to the California Fund For Senior Citizens are allocated for
conducting sessions of the California Senior Legislature (CSL), for the CSL to
use for its activities on behalf of older persons, and to the Conm ssion on Aging
for senior citizen direct-service prograns.
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Except for the California Seniors Special Fund, which has no sunset date, the
voluntary contribution funds have vari ous sunset dates. Attachnment | shows the
specific sunset dates for each voluntary contribution fund and indicates those
funds which must nmeet a m nimum contribution test (an i ndexed $250,000) to remain
on the return. Attachnent Il is a chart indicating the nunber of contributions
and contribution anbunts for eight fiscal years.

Current state law provides that if its repeal date is deleted, the California
Fund For Senior Citizens would be required to neet the m ninum contribution
anmpbunt of $250, 000.

This bill would elimnate the sunset date of the California Fund For Senior
Citizens. Thus, this fund could appear on inconme tax returns indefinitely,
instead of |ast appearing the 1999 return, provided it neets the m ni num
contribution anount.

This bill also would, beginning after January 1, 2000, require the California
Fund For Senior Citizens to neet the mnimum contribution anount of approximtely
$300, 000 ($250,000 as adjusted for inflation since 1992) to remain on the tax
return.

Pol i cy Consi derations

The placenent of voluntary contribution funds on the tax return limts the
anount of space available for tax-related itens. The inclusion of non-tax
related information may ultimately inpair tax collection and reduce

adm ni strative efficiency.

Since the fund only received $189,521 on 1997 tax returns, if substantial
addi tional contributions are not received, this bill would have the same
effect as the current | aw sunset date by dropping the fund fromthe tax
return after the 1999 tax year.

Aut hor's staff and sponsor have indicated that they intended that the
$250, 000 threshold apply to the 1999 tax year and not the indexed anount.
However, they did not determ ne in which year the indexing should begin,
t hus, further anendnents are necessary.

| npl enent ati on Consi derati ons

The inplenentation of this bill would not significantly inpact this
depart ment.

Techni cal Consi der ati ons

Amendment 1 woul d make a technical change to reference the correct
subdi vi si on.

Departnental Costs

This bill would not significantly inpact the departnent's costs.
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Tax Revenue Esti mate

If the mninmum | evel of contributions is achieved each year, potenti al
revenue | osses fromthis bill would be very mnor, on the order of $15, 000
annual Iy, beginning with fiscal year 2001/2002 as a result of item zed
deductions for the contributions.

Any possi bl e changes in enpl oynent, personal incone, or gross state product
that might result fromthis bill are not taken into account.

Tax Revenue Di scussi on

According to departnental data, the anount of contributions to the
California Fund for Senior Citizens was $189,521 for fiscal year 1997/1998,
with an average $4.60 per individual contribution.

Assum ng contributions equal or exceed the m nimum contribution threshold
and all contributors item ze deductions and nake no reductions in other
charitable contri butions, the annual revenue | oss would be on the order of
$15, 000 by applying an average marginal tax rate of 6%

POSI T1 ON

Pendi ng.



(a)

On page 2,

Anal yst
Tel ephone #
Att or ney

FRANCHI SE TAX BOARD S

PROPOSED AMENDMVENTS TO AB 1697

As

i ne 23,

Introduced April 5, 1999

AMENDMENT 1

strikeout “(b)” and insert:

Kristina North
845-6978
Patrick Kusi ak



